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Congress removes lending

'BY MARICEL E. BURGONIO SENIOR REPORTER

ANKS are opposing the removal of:
alternatives for complying with a |
law mandating a quota for loans to

the agriculture sector.

Suzanne Felix, Chamber of Thrift
Banks (CTB) director,told reporters
thatthe Bicameral Conference Com-
mitiee emoved the alternative com-
pliance for development loans un-
der the Agri-Agra Law,

“Ifsimporantbecause that's where
the banks lend to low cost housing,
cooperatives local govemment units,
whichwill sufer,”she sad.

‘The Agr-Agra Law mandates that
atleas 25 percent of a bank's total
loanable funds should be made
available to the agriculture sector
The alternative compliance for de.
velopment loans was allowed be-
causeof low loan demand from the
farmer sector

Felix said that some of the ditect
borrowers are not credit worthy and
the governmen couldn't dtermine
the absorptive capacity of the agri-
cultural sector.

Congress added a 1-percent pen-
alty for the non-compliance vith
themandatory lending provision'of
the lav.

“On the banks' side, they [Con-
gress] couldn' realze when banks
end 10 [the] iskly] sector, there is
capital charge and may impact on
the capital adequacy  ratio
[CAR],” the CTB offcial said.

Thrifebanks comply with the law
mainly through the aliernative
means, as the demand for louns

from the farmers and other players
are small, Pacual Garcia, T8 presi-
dent, said,

“If the ahemative compliance is
withdrawen, that's what we are con
cerned about. [would like o stres,
were not opposing the alternative
compliance because we're avoiding
penaly,” he said

Garcla earier said the banks in
cur opportunity costs because of
lower interestrates compounded by
losses because of defaults, which
will make other creditworthy bor-
fowwers pay in the form of higher
interest rates

instead of enacting a measure on
mandated lending, Garcia said the
government should provide the en-
vironment 5o that the agriculuural
sector prospers. Such an environ-
ment viould entail making the sec-
tor more efficient and competiive
by achieving lower cost of produc-
tion and providing necessary infra-
structure 10 hasten delivery of agr.
cultural product at lower cost.

 options under Agri-Agra Law

CTE said banks should nstead be
given incentives o encourage lend-
Ing 10 the sector, These include ex.
empting banks from the gross re
ceipts tax, removing the reserve re-
quirement, providing capital relief
on the amount lent to this sector,
and relaxing the documentary re-
quirements when granting loans.

“The Bankers Association of the
Philippines (BAP) is also against
mandatory lending to famm sector,

*We submit thatexisting ltema-
tive compliance as provided for by
law and its implementing rules and
regulations be maintained and in-
stead furtherbe expanded o nclude
other mechanisms such a5 whole.
sale lending and loans directed to
local government units and private
institutions which can undertake
investments in storage and cooling
facilities amongst others that will
ultimately beneit the farmer ben.
eficaries while a sable and robust
financial system is maintained,”
BAP aid in a posiion paper,




